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CHANGE IN EUROPE 


Ly, and with great rapidity, a number of excellent 
fof the various danger-spots in Europe has been pub- 
and the English reader has at least a chance of follow- 

fide of European events a little behind its crest. The 

Ming European issue remains the course of events 

n Germany and in her relations with her neigh- 

Mr Hamilton Fish Armstrong, editor of the American 

Affairs, has followed up his Hitler’s Reich with a 
mame,* Europe Between Wars? It makes good, quick 
§, and in it he traces the European reactions to the 
p Nazi regime. If his account of these alarums and 


a timely translation of Gottfried Feder’s 1927 Programme 
for the Nazi Party. It is composed first of the Twenty-Five 
Points laid down at Munich in 1920, then of the Programme 
of 1927, then of the official commentary of the Party. It is 
interesting, now the Party has been in power nearly two 
years, to see how fast and far it has travelled from the 
Leftward Twenty-Five Points. Perhaps only the ‘‘ tyranny 
of interest’’ point has been met—and then only the 
“tyranny ’’ of the foreign lenders’ interest! To what 
extent the full Pro e was inspired by Communist 
technique may be gathered from the following: ‘‘ We refuse 


fons seems to those nearer the arena a trifle ‘‘ de- 
» that is hardly surprising; but he examines in 
Worthy fashion the very different alignments in France 
Mhome politics and foreign affairs, and Germany 
mitler, he thinks, may be reckoning without her host 
@ ent on a war; for the French host numbers many 

whose national ambitions are incompatible with 
bin the long run—Russia, Central Europe (not 
and Hungary, of course), the Balkans and—strange 

ascist Italy. 

’ academic vein another well-known American, 
mry L. Stimson, reprints his Stafford Little lectures 
on University in April of this year, under the title 

and Nationalism in Europe.t Mr Stimson pays 
more regard to the twin forces of industrialism and 
msm on the Continent. He believes that European 
acy will obtain a new lease of life with the probably 
Me inception of a more equitable economic system. 
ale, in his view, we are in a transition period, in 
me culmination of seven centuries of long striving 

# National States in Europe has coincided with a 
ore rapid growth in the technical apparatus of 
Stat, despite the culmination of the political move- 
‘4 Peace which, Mr Stimson thinks, was fair on 
; ationalistic politicians can now utilise so much 
wie Economic and cultural apparatus of life for their 


to earth with a bump when we pick up two 
ittle paper-backs: Hitler’s Official Pro- 


useful 
‘and Fascist Germany Explains.§ The former is 


3) Between Wars? By Hamilton Fish Armstrong. 
m We eho New York). 115 pages. 6s. 

Nationalism in Europe. H L. Stimson: 
ity Press, Milford. 6s. or, 


ween 
: Programme. Gottfried Feder. Allen and 
Pages. 2s. 6d. By 


macerminy Explains By Celia Strachey and Joha 
_ - 135 pages. 1s. 


om 


os. 


to do as other Parties do—to adapt our Programme, on 
grounds of expediency, to the so-called circumstances. We 

simply adapt the circumstances to our Party by mak- 
ing ourselves the masters of circumstances.’’ That last 
promise has certainly been carried out in Germany; but 
the Programme has been brushed aside in the doing of it, 
and the Nazi Party, after June 30th last, appears more 
obviously dependent than ever upon the Reichswehr and 
“* Big Business.’’ The second little book is an anthology of 
German published utterances under the Nazi regime, news- 
paper cuttings, proclamations, extracts from speeches—all 
cunningly juxtaposed. The following is a sample from a 
pamphlet by Dr. Goebbels: ‘‘ We know where we began, 
but only God knows where we will one day end! ”’ 

And so to Germany’s two neighbouring danger-spots— 
Austria and the Saar. The Austrian Government has pub- 
lished its official record of the precedents and actual events 
of the July revolt.* The book contains photographs of 
gelignite and bombs on which appear the labels of the 
Reichswehr Munition Depét, Berlin; there are also pictures 
of the notorious Austrian Legion in Bavaria, and of the 
secret code found on a German Nazi agent, caught in 
Austrian territory; and the account of the July revolt and 
of the murder of Chancellor Dollfuss for excitement in 
reading would seem quite in a class by itself. One gets the 
impression that Dr. Dollfuss’s death was due to extra- 

rdinarily widespread sympathy with the Nazi cause among 
the Viennese. police authorities. But the Saar is now Ger- 
many’s chief concern. Major Reynolds’s bookf is a short 
but comprehensive account of the whole Saar problem since 
it was placed under the League. Major R Ids himself 
has had ten years of military and ial experience in 


* Beitrige zur apeean und Geschichte der Julivevoite. 
Bundeskornmissariat Heimatdienst, Wien. 121 pages. Price 
not stated. 


i The Saar and the Franco-German Problem. By B. T. Rey- 
. Arnold. 279 pages. 7s. 6d. 
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or about the Saar since 1920; his account is, in the main, 
pro-German, but he is not anti-French, and he marshals his 
facts, and the two opposing national contentions, with com- 
mendable impartiality. Some of Major Reynolds's figures, 
notably those on capital participation in the Saar mines, are 
clearly out of date. But his book, together with the Special 
Memorandum on the Saar published by the Royal Institute 
of International Affairs and reviewed in the Economist of 
May 12th, are the most reliable accounts of the Saar problem 
that we have yet seen in French, German or English. 


Documentation of quite a different category is provided 
by Documents on International Affairs, 193 3 This is the 
first time that this valuable annual has n published 
separately from, and before, its companion volume, Pro- 
fessor Toynbee’s annual Survey of International Affairs. 
This is a welcome departure, for we now have full documen- 
tation of America’s recognition of Russia at the end of last 
year, of the German-Polish Pact of Non-Aggression, of the 
Statute of the Little Entente, of the long Disarmament 
negotiations, of the World Monetary and Economic Con- 
ference, of the Anglo-American War Debts negotiations, 
and of German aggression against Austria. 


In quite a different class from all the books so far men- 
tioned is Mr C. A. Macartney’s volume on Hungary.t The 
great revolutions of high policy in Europe since the German 
Nazis began their aggression against Austria have placed 
Hungary in the Caudine Forks. There is a very real 
danger that Hungary will perpetrate yet once again 
Stephen Tisza’s great mistake of 1914, and join forces in 
foreign policy with the German Mitteleuropa system. Here 
is a pretty problem which those who glibly talk of ‘‘ the 
Hungarian question ’’ might do well to follow up. They 
can best do so in all the history, politics, ethnology, 
and sociology which Mr Macartney has been able to 
compress into a vivid, yet erudite, account of a European 
nation which is a stranger in our European land. It is 
natural that the author of The Magyars in the Ninth 
Century and of the more recent National States and 
National Minoritiest should write most concisely of Hun- 
gary. Mr Macartney, as his editor reminds us, has lived 
in Hungary and has mastered the Magyar tongue, which 
are further commendations. He compresses into 125 of 
his 367 pages the entire political and social history of 
Hungary, from the days before it became Pannonia to the 
formation of the present Government. His treatment of 
the interplay between the geographical factor and the 
ethnographical factor in the relations of the Magyars with 
the Slavs, Germans and Turks is extended and unique. 
Between pages 125 and 367 he describes those remarkable 
features of Magyar law and custom which show so extra- 
ordinary a parallel, on the broad issues, with our own: 
the association of freemen, the elective principle, the im- 
portance of local government, the Golden Bull (or Magna 
Carta of Hungary, only seven years after our own)—all 
of these, save the last, existing before the year 1100 among 
a wandering Turki people of Mongol stock from the Great 
Steppes! As to recent times, Mr Macartney gives us a com- 
mendably succinct, but a profoundly disturbing, account 
of the way in which the French and Little Entente States 
imposed the dismemberment upon Count Kérolyi’s 
Government in 1918-19, and so overturned it, letting in 
the wave of Communism under Bela Kun, and the hardly 
less brutal reaction of the White Terror in the winter of 
T91Q-20 after the collapse of the Kun regime. Mr Macartney 
is equally good on the social problems of Hungary—e.g. 
on the big estates system, the need for agrarian reform, 
above all the need for electoral reform, and on the pas- 
sionate patriotism which alone keeps a poor, isolated and 
small population of non-European stock together. 
sian pre we to our look round Europe, there are two 

and cheap new volumes.§ They are both on coun- 





* Documents on International Affairs 


Wheeler-Bennett, assisted by Stephen ~ 1933. Ed. John W. 


es, Milford. 5338 ; a . Heald. Oxford Univ. 
Fich gary. » A. — , with Foreword by H. A. L. 


er. - 367 pages. > 
m : No. 5, Modern States series. By Sir Charles Petrie 
a 129 pases. 38. 6d. Poland : No. 6, Modern States 
series. By E. J. Patterson. Arrowsmith. 145 pages. 
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Patterson’s volume on Poland is not and Spain, Mr 
written, but it gives an adequate account of Dia ad 


tries which are “‘ in the news ’’— 


Poland. Unfortunately it gives no 
to the re-orientation of Poland mle a Mention 
the advent of the Nazis, and the unt hee 


is written with greater breadth of outlook Spain 
excellent chapter on the Spanish ail and He has 
the economic situation. He concludes that another on 
for the future is in ‘‘ economics playing a far 


litics a much smaller, i ° 
cosaty?” part in the government Of the 








AMERICAN BANKING 


THE share of the American banking system in the prolong, 
tion, even if not in the causation, of the world financial cris, 
is so large that discussions of its reform are of interest og. 
side the boundaries of the United States. Strangely enough, 
American banking writers seem to be more interested in i 
elucidation than its improvement and suggestions ap 
allowed to come from outside. The authors of both the: 
books* are aware of the vital and urgent need for refom, 
but each of them prefers to put the question aside with a 


incidental mention. Both, in this respect, look backward 
rather than forward. 


Professor Chapman has written a detailed and painstak. 
ing study of the progress that has been made away from the 
old idea of absolutely independent unit banks, and the book 
will be for some time the obvious source of reference for 
facts bearing on the subject. The greater part of the book 
is devoted to branch banking. There is a chapter on eatly 
branch banking, which is shown to have been widespread in 
the earlier half of last century ; but Professor Chapman 
nowhere explains to the satisfaction of the foreign reader 
exactly how the belief grew up that branch banking wa 
unsound, unethical and ‘‘ un-American.” He himsel 
appears at times to slip into the belief that branch banks are 
some unnatural organism which has to be supported by 
special pleading. The remainder of the chapters on branch 
banking give a very clear picture of the present status of the 
problem. Even those who are tolerably familiar wit 
American banking will be surprised at the extent of the 
restrictions. Apart from branches within the ‘‘ home town” 
of the bank (and even they are prohibited in many States 
including such financial centres as Illinois), 
branches are permitted in only 18 of the 48 States, andia 
only one of them, California, is there a real system af 
branches. Even in California, banks are allowed only ® 
purchase existing businesses and not to set ae new 
branches. No bank is allowed in any case to have branches 
outside its own State. 


ia epidemic of failures of oer banks prteost 2 decade 
is bringing public opinion round to acceptant 
banking. But hatred of the large City banks is holding th 
matter up and last year’s Banking Act went no further than 
to permit National banks to enjoy the same liberty as State 
banks of the State in which they are situated. ena 
where branches are prohibited, banks are organising 
selves in ‘‘ groups ’’ and “‘ chains ”’ — 
ownership by a holding company or by a dominant 
holder or by mutual exchange of capital. These 
are, of course, merely unsatisfactory substitutes for ¢ in 
banking. Professor Chapman’s book would have onal 
emass and value if he had formulated definite 
or amending the law. 

Dr. oy ee with one narrow ssp 
American banking—namely, the complex factors 
a ee 


* Concentration of Banking. By John M. " ' 
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ly of money. Having defined money as cur- 
the s‘PFiation plus demand deposits standing to the 
of the public, he applies his definition to the com- 
“wy of American ing law. Since there are three 
pesty of banks—National, State member and State non- 
_ __and reserves are held in different proportions 
ipist different types of deposits in different vaneties of 


BSE 


is further complicated by extensive inter-bank de- 
sits and by Government deposits (all with their varying 
gerve regulations) it will be seen that there is no lack of 
‘cations. A given change in the total reserves of the 
may have different results on the supply of money 
different circumstances. Having set out all his variables, 
. Currie plays with them, much as the compiler of bridge 
soblems would do. 

Dr. Currie is an unrepentant Quantity Theorist (though 
ie recognises in incidental asides that ‘‘ the rate and type 
spending are of greater importance than changes in the 
mney supply ’’) and he criticises strongly the various 
attempts of the Federal Reserve Board to concern itself with 
te quality, as opposed to the quantity, of credit. This 

ion with quantity leads him to the remark- 
ie conclusion that ‘‘ the period from 1925 on was one of 
gereasing monetary stringency, reaching an acute stage in 
1929 ” ! 

The greater part of the book will be of value to those— 
but only those—who are interested in the details of American 
banking operation. But at the end there are a few chapters 
daling with the general problem of the control of credit 
vhich are of wider interest. The most interesting suggestion 
s that the functions now performed by commercial banks 
ould be entirely split in two—deposit banks having de- 
pais subject to cheque and maintaining their assets en- 
ily in cash and gilt-edged securities; lending banks 
making loans but having deposits subject neither to cheque 
wt to withdrawal on demand. It is not improbable that 
tuiking in the United States—and, indeed, in other coun- 
tis—may have to move in this direction. 





THE PACIFIC 


‘Economic ConFLICT AND ConTROL ”’ is the sub-title of 
lis book,* and was the general heading of the agenda of 
tte conference whose proceedings it records. Many of 

who prepared for the Banff Conference of the Insti- 
te of Pacific Relations may have been puzzled to know 
Wut exactly that phrase meant. The answer one must 
gv on reflection is that it did not mean anything exactly 
the Red Queen might have said). ‘‘ Conflict ’’ covers 
kinds of clashes and rivalry, beyond the free economic 

tion of non-monopolistic traders and producers. 
some cases conflict is aggravated, as in others it is 
‘mpered or Prevented, by the interference of Governments 
tthe combination of traders or producers for their mutual 
tivantage. Thus conflict and control are sometimes com- 
fnentary, sometimes antithetical terms. The lack of any 

line of thought in the title of the agenda was 
tected in the wide miscellany of subjects that were dis- 
at Banff and that fill the pages of the proceedings. 
-) tange from the Chadbourne sugar scheme to Japanese 
n, from the Ottawa Conference to the American 
Programme, from shipping subsidies to the silver 


EE 


£ 


fay 


On all these subjects there is a great deal of valuable 
in the recorded discussions and in the data-papers 

- But it was inevitable that with such a 
agenda the treatment of some topics should have 
rather amateur, or else dominated [ the dicta of a 
‘Pecialists. Moreover, a great deal of the subject- 


Problems of the Paci : ; 
; » 1933. pennentings of the Fifth Confer- 
wie Institute of Pacis Relation: ited by Bruno Lasker 
»* * Holland. Oxford University Press. 218. 
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matter, though it undoubtedly concerned the nations that 
border on the Pacific Ocean, was of worldwide scope, and 
the Pacific aspect of it was rather an artificial abstraction. 
It is to be hoped that the officials of the Institute of Pacific 
Relations will profit by this experience, and will choose 
for its mext conference a more precise objective and one 
that is primarily Pacific in character. 

It is not surprising, therefore, that the most interesting 
and valuable parts of the recorded proceedings are those 
which either concern countries whose only seaboard is the 
Pacific or apply with unique force or urgency to that area. 
Of the first kind are the Japanese economic expansion and 
the programme of reconstruction in China; and of the 
second kind is the problem of differences in national 
standards of living and labour standards. On these 
subjects the members and secretariat of the conference 
assembled a quantity of facts that will be fresh and interest- 
ing to the general reader; but the main purpose of such a 
gathering is not the arrangement of facts but the exchange 
of ideas, and by this the success of the conference must be 
judged. The test gives a by no means uncomplimentary 
result; for there is much in these pages that is stimulating 
as well as instructive. 

A certain lack of definition is apparent in the commen- 
taries and conclusions, but that was inevitable in the 
absence of resolutions or agreed reports. The reader of the 
chapter on Japanese expansion, for instance, will eagerly 

the answer to the question that is posed under the 
heading of ‘* possibilities of international action ’’’: what 
is to be the upshot of Japan’s trade expansion? But he 
will not gain much enlightenment from what is recorded 
here. A Japanese member related that during their voyage 
to Canada the Japanese delegation had discussed several 
proposals on this topic, and that they had thought well of 
a division of world markets between the various national 
producers. But was it not Lancashire that proposed such 
a plan in the recent Anglo-Japanese cotton negotiations, 
and did not the Japanese delegates reject the idea out of 
hand? They were aware, no doubt, that Lancashire’s view 
of a fair division of markets would be very different from 
their own. Thus the Japanese spokesman at Banff went 
on:— 


As the Indian people need more cotton, not so fine as" 


Lancashire goods, and as Japan is nearer to Java and 
Sumatra, why not arrange with Lancashire to sell its produce 
some place else, and let Japan take India and the south-east 
of Asia? This would do away with useless friction. 


Indeed, why not do away with Lancashire altogether? 
That would reduce the friction toa minimum. But not all 
the discussion was on this plane, and there was in par- 
ticular an extremely interesting debate on the potentialities 
of Manchuria both as a market for Japan and as an outlet 
for her population. 

Messrs Bruno Lasker and W. L. Holland, who edited the 
material, had no easy task, and their success is all the more 


praiseworthy. With careful skill they wielded both the. 


scissors of selection and the paste of description and 
summary. It is no slight upon them to say that the 
possessor of this volume will probably take it down again 
from its shelf less for the records of the discussions than 
tor the documents, prepared beforehand for the conference, 
which are reproduced textually or with slight omissions. 
These include memoranda on the control of industry in 
Japan, the agrarian problem of China, Chinese rural indus- 
tries, economic planning and reconstruction by the Chinese 
Government, population and land utilisation in the 
Philippines, notes on the economic consequences of recent 
events in Manchuria, and a draft Security Pact for the 
Pacific area (prepared by two Japanese delegates of 
academic distinction). In view of the critical importance 
of political issues in the pending naval conference, the lan 
of a regional pact deserved more attention than the official 
agenda allowed it. Indeed, it is a great pity that the 
Institute of Pacific Relations did not devote a larger pro- 
portion of its energies at Banff, and in the months of pre- 

tion, to the fundamental structure of security in the 

ific; for the structure that was established at the 
Washington Conference is now threatened both by Japan’s 


militarism and by her intended repudiation of the naval 


ratios. 
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SOCIAL AND POLITICAL 


‘Some Relations between Political and Economic Theory.” 

By G. D. H. Cole. Macmillan. 92 pages. 4s. 6d. 

What a nose Mr Cole has for scenting the latest and most 
up-to-date tendencies in people’s minds—before they them- 
selves are hardly even aware of them! At the universities 
there is a feeling of dissatisfaction with the rigid divisions 
existing between politics and economics, between the various 
branches of the social sciences, in fact; a growing interest 
in the boundary areas between them is offering the most 
fruitful field of study, and some discussion of possible lines of 
reintegration. Mr Cole’s essay is a contribution towards the 
latter object. He starts from a consideration of the Modern 
Greats School at Oxford; but even at the London School of 
Economics, that rising hope of a stern, unbending orthodoxy, 
some desire has been known to be expressed for a measure of 
co-ordination between the social sciences, for common dis- 
cussion of methods and comparison of results. 

Mr Cole regards the question from a historical and so a 
relativist point of view : 

In the nineteenth century (he says), above all in Great Britain, 
the predominant academic theories in both fields of study were 
conceived in terms of a situation in which the State was being 
constantly warned to keep out of the economic sphere, and 
politics was regarded as a matter which ought to have as little 
concern as possible with the econon.ic system. 


From this point of view he examines the absolutist theories 
of Kant and Rousseau—he is particularly good in his de- 
structive criticism of the assumptions of the latter about 
sovereignty; his chapter on Hegel is excellent, and contains 
a most original section in which he shows how the Hegelian 
notions about the priority of politics over economics are borne 
out in Fascist doctrine and practice. In his treatment of 
utilitarianism, similarly, there is a striking passage (pages 55-6) 
developing the idea of social utility as the basic principle of 
a collective economy. He examines further, from a common- 
sense angle, the attitude of Marxism towards this dualism of 
politics and economics, and finds, in conclusion, that only 
in a doctrine resting upon atheory of history (such as Marxism 
has at its back) can this unsatisfactory dualism be resolved. 


‘The Question of the House of Lords.”’ By A. L. Rowse. 
Hogarth Press. 64 pages. 7s. 6d. 


Is the House of Lords a mere innocuous or even beneficial 
excrescence, whose sting was removed by the Parliament Act ? 
Or is it a constant obstruction to progress and a possible 
menace to liberty ? Mr Rowse, in this light but learned 
pamphlet, argues, and argues convincingly, that it is the latter. 
His text is Walter Bagehot’s saying that “ whatever is un- 
necessary in Government is pernicious”; and his thesis is 
that the history of the House of Lords in the last century has 
been “ a record of legislative obstruction.”” So far, Mr Rowse 
argues, from rejecting hasty and ill-considered legislation and 
allowing beneficial legislation to pass, the Upper House has 
almost invariably passed the hastiest measures when sup- 
ported by Conservative Governments and obstructed the 
most beneficial when proposed by Liberal Governments. 
Again and again legislation which the Lords has obstructed 
has had subsequently to be passed; and legislation which it 
has accepted has had subsequently to be repealed. 

Mr Rowse has marshalled a wealth of historical illustration 
to substantiate the justice of this charge. Between 1828 and 
1866, he shows, for instance, the admission of Jews to Parlia- 
ment was nine times accepted by the Commons and nine times 
rejected by the Lords. In 1842 a Mines Act, limiting the age 
and hours of work of children in mines, was passed by the 
Commons. The Lords, led by Lord Londonderry, rejected it. 
And so on, again and again. On the other hand, “ all the ill- 
considered and unsuccessful legislation that came up from 
the Lower House, like the Encumbered Estates Act of 1848, 
the foolish Ecclesiastical Titles Act of 1851, the ritualistic 
legislation of the seventies, as, in recent years, the hasty 
prohibition of Russian imports so soon gone back upon, had 
no difficulty in passing through the Lords.” But it is in its 
dealings with the Irish question that the Lords has had the 
most appalling record. Time and time again reforms which 
might have remedied distress and allayed bitterness were 
passed by the Commons and rejected by the Upper House; 
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there would have been no need for a of pa 
and bloodshed, in Mr Rowse’s opinion, if Meet Violence of the | 
Lords. been ny op 
It is possible that a little more historical research as ¢ 
as Mr Rowse’s might work up a slightly better mr fom tr 
Lords than he is inclined to allow. But few will for the acne, 
since the War the Upper House has acted as little — that Fi rghteou 
wing of the Conservative Party. Only during periods of than a i final 
rule has it come to life—and only one-sixth of oe a ball 
average, at that. What is to be done with the Lords? Sto, af the 
it be ended or mended ? Mended, in Mr Rowse's vier wi on 
would make it consultative, and design it to expedite, : 
not encumber, existing Parliamentary procedure, He = ye 
quently proposes a body of 100 or 120, half or @ third of whon MMM oi the 
would be elected by the Commons, and the rest nom} relereDc 
the Crown. The details are comparatively unim 
Mr Rowse seems substantially right in laying down the try oe 
principles that our future Upper House should contain thoy ban it a 
acknowledged experts on public affairs who do not excel att ynding 
demagogic arts; and secondly, that it should be designed t) HE ip goo 
simplify and not complicate the process of legislation, creditor 
Like 
Tr < 
‘* Race and Economics in South Africa.” By W. G. Ballingn MB nazy 
Hogarth Press. 67 pages. 1s. 6d. paper, 2s. 6d. doth fm sch a 
The author of this little book, which is No. 21 of tei sltio 
Hogarth Press ‘“‘ Day to Day Pamphlets,” went to Sout the gol 
Africa in 1928 as adviser to the native Industrial and Conf F 
mercial Workers’ Union, and has since gained by his wok jy ti 
there the respect and sympathy of many who are by no mean i 2 5 
in full agreement with his political and economic views. i: fm ™¢! 


gives here a brief but effective outline of the desperate positin 
of the Bantu urban workers. These workers, excluded fina 
any effective participation in the election of those who goven 
them, are practically debarred by law, prejudice and the poly 
of the white trades unions from rising above the status d 
unskilled labourers, while even there their position is contim- 
ally threatened by subsidised competition from the poor whits 
and the continual influx of fresh native immigrants from tk 
hopelessly overcrowded native reserves. 

The author points out the inevitable danger to the who 
country to which a continuation of the present policy mu 
ultimately lead, and implores South African w trad 
unionists to realise that it is only by improving the position 
the natives that the future of the white workers can be mat 
secure. He wisely recognises that the arbitrary raising 
unskilled wage rates would make things worse rather tha 
better, and as a solution looks first to increased native educ 
tion, the gradual removal of the artificial barriers to nate 
advancement, and the spread of co-operative maine ams 
natives; while, as a more distant objective, he urges ® 
establishment of a system of native peasant Pp: 
through a redistribution of land. sy 

This pamphlet may be strongly recommended to those ; 
wish to obtain an outline of the position of native workers ost 
South Africa; it would have been an advantage if a ae 
bibliography had been included for the benefit of those 
may wish to pursue their study of the subject further. 
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‘Fascism and Social Revolution.” By B. Palme Det 


Martin Lawrence. 289 pages. 5s. ‘ai 

This is a conventionally dogmatic statement 0 orthodox 
Communist creed. It would have oes reasonably ”. 
written had Mr Dutt sprinkl e wor u 
“dialectic” and “ sabeeailat * a little less lavishly 
meaninglessly about his pages. Here and 
flashes of intelligence and even common & 
account of Fascism leaves very little to be desired. . 

But the ranting note and the periodic m 
ineptitude—both inevitable ingredients, it 
munist writing—are to be found here + one’ pol 
Henderson (among others) is described at OF 0. 
“actively pushing on preparations for oe 
And, writing of Corporate State, Mr 
“ the great part of the Liberal Yellow Book, = 
the Nation and of the Fascist Labour Chat " Me | 
in without noticeable difference. high Ba 
really does not notice the difference, it 6 


would have thought, that he gave up writing 
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MONEY AND FINANCE 


Balance.”? By Lieut.-Colonel K. E. Edgeworth. 
+My Seve 1 Unwin, 195 pages. Ss. 6d. 
«pe Pound’s Progress.” By F. J. Scanlan. P. 8. King and 
35 pages. 
” small books are both concerned with the balance 
ie ts and with the future course of the exchange value 
dey ound sterling, though from rather different stand- 


me a Fir Scanlan attempts to expound British financial 
a Will points. the past three years and to defend it in particular 
 diligen, plc) vans-Atiantic attacks. His treatment is clear and con- 
for the ME yincing, though it necessarily suffers a little from self- 
eny that MM cshteousness. It is rather a pity that he should have added 
re'than Mm ; final chapter on “ Politics and Prospects,” which attempts 
Labour MM ig half a dozen pages to assimilate to one another the policies 
, 00 the Ml of the Democratic Administration in Washington and the 
? Shouli MM \ational Government in London, and succeeds only in drawing 
iew. Hell , rather schoolboyish, and wholly unconvincing, parallel 
lite, an MM jetween Mr Roosevelt and Mr MacDonald. 
le cons. Licut.-Col. Edgeworth is concerned with the wider question 
Of whon MME of the future relations between currencies, with particular 
Rated by MMH welerence to foreign lending. He appears to have rather a 
Dt Bulle rious dislike of foreign lending, on the apparent ground 
the tm MM iat it benefits only the borrowing country; but he does not 
ain thos MMM jan it altogether, and we may agree with him that international 
cel atthe MMI nding should be limited to the amounts which can be repaid 
iigned MM in goods by the borrower and accepted in goods by the 
a. creditor. 

Like many other people, Lieut.-Col. Edgeworth has con- 

duded that the international monetary system of the future 

vil be a gold standard with movable parities, but, unlike 
Ballingr, MH many other people, he has seen the technical difficulties of 
doth, ach a standard and attempted to circumvent them. His 
| of thei Slution is that Governments should be permitted to vary 
0 South Mm tte gold parity of their currencies by not more than 0.04 per 
nd Con. fy “at. per week, or 2.08 per cent. per annum. This rate of 
his wor am "lation should be known as the “ gold rate,’”’ and the sugges- 
20 mean fe M00 is that it should be publicly announced and the change 
ews. He fm made regularly, week after week, over long periods of time 
} positin fi Leut.-Col. Edgeworth implies that he has periods of ten 
ded ina fj Ys in mind). ic, 
0 goven Itis possible that this system would be slow enough in its 
he policy fm Movements to circumvent the speculator, who is the chief 
status of fe Betace to any other system of movable parities. One cannot 
contin: fa I quite convinced, however, that it is practicable. Parities 


or white fam “0uld be moved with the sole object of accommodating the 
from tx ‘favourable’ balance on current account of the balance of 
payments to the amount of foreign lending or borrowing that 

he whoe MS considered advisable. Lieut.-Col. Edgeworth does not 
icy must fs ‘arly recognise the fact that this would not set the monetary 
e tris My “Uthorities completely free from the dominance of the world 
rsition of MH Puce-level. He makes the further interesting suggestion that 
be mai #M§ “ttign loans should be made payable, as to principal and 
aising ci ( Merest, half in the borrower’s currency and half in tle lender’s 
her tha HH Wtency. Here again it is doubtful whether an idea which 
e educa FS excellent in theory would be practicable in fact. In spite 
nati these doubts, however, Lieut.-Col. Edgeworth’s book is a 
uly stimulating and interesting essay which in many 

ges tie HH Atctions breaks entirely new ground. 


“Gamporate Enterprise in Modern Economic Life.’ By Paul 
ose wis O'Leary. Harper. 134 pages. 4s. 6d. 
"a dt MM pancpite of its title, the scope of this book is confined to the 
poner ed States. According to the publishers’ note, the book 
wovides the answer to many questions about financial organi- 
: Ss and the basis of their distribution of profits. It 
ints Bothing, however, that is either searching or original. 
the a time-worn explanation of the origin of corporations, 
o Dut author deals with what he calls the managerial, bankers’, 
and investors’ segments. His criterion is that 
ethodox [alr ee Standard of fairness with which all readers of 
wel: Mb the velt’s speeches are familiar. The remuneration of 
iy. them ers should be reduced to such a level as would keep 
a - § Servants of the company ; if capital must earn 
geveas Mt ‘turn at all, it should be reduced to the barest minimum 
and his I ouig egy will part with their money, though there 
r capital break with the old practice which put the interests 
their before those of labour. Corporations must realise 





ey ards society; and this should entail a 
tay te elimination of the bankers’ influence, since the 
int % tichlarly oiea, tee Corporation is regarded by Mr O'Leary 
pony : ’ 
i tat teal ena Conclusion is that a federal corporation court 
su CMpany why? 224 administered by a “national” holding 
paid be % could which would not only finance as many enterprises 
fx Dutt : Vveniently financed out of the savings of the 
aap. Ot would also decide the right time and destina- 
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funds, but only with the corporations who must raise their 
funds from widely scattered sources. To the author of this 
book, as to the Nazi and Communist, the word “ national ” 
spells infallibility. 


‘*The Réle of Money.” By Frederick Soddy. Routledge. 


220 pages. 5s. 
In this book Professor Soddy repeats his well-known argu- 


ment that the banks’ power of creating money by increasing | 
the total volume of bank deposits should be taken away from ' 
eliminated the 


them and vested in the State. Having 
“ coining ” power of the privately owned banks, and the gold 
standard, he would aim at an orthodox price stabilisation 
policy. He would incline towards the issue of new money, 
however, when that was n , by remissions of taxation 
rather than producers’ credits. It is noteworthy that Professor 
Soddy declares categorically that “‘ all costs of production are 
distributed to consumers ”’; and that he dismisses the idea of a 
perpetual “‘ national dividend ”’ of new money with the words : 
“It is positively amazing how ready some people are to 
believe in magic still.” 





TRADE AND INDUSTRY 


“* Britain Under Protection.’? By Ranald M. Findlay, Allen 
and Unwin. 218 pages. 6s. 

Ultimately the fiscal issue cannot be decided on mere 
empirical grounds. The strength of the free trade case must: 
in the end rest on the general principle that, as long as any 
possibility of transferring resources from one industry to 
another remains, a country will always become richer by 
producing the things it can produce most cheaply, and 
exchanging them for others, than by trying to produce 
everything itself. Nothing conclusive can ever be proved 
by this or that “ practical experiment” in free trade or 
protection; for the argument always assumes that other 
things are equal, and they never are or can be. Nevertheless, 
since Protectionists will not in fact refrain from making 
a plausible empirical case, it is well for free traders to make 
a similar attempt, for what it is worth—though neither is in 
the least likely to convince the other side. 

In this book, Mr Findlay examines the present Govern- 
ment’s protectionist policy; and accumulates a mass of facts, 
figures, documents, quotations and arguments to show that 
Protection has fulfilled all the worst fears of free traders, 
that in most instances it has done harm, and that where it 
appears to have been beneficial the benefit will only be 
temporary. It is true that Mr Findlay’s book is likely to be 
of more value to electioneers than to economists; but since 
economists do not win elections, it would be foolish to quarrel 
with him for that. 

Having first shown that the whole tariff policy was contrary 
to election pledges, Mr Findlay gives an account of the actual 
measures introduced. He then proceeds to demonstrate in 
turn that the policy has been attended by extensive log-rolling 
from the start; that it has provoked foreign retaliation against 
exports; that tariff ‘‘ bargaining ” has almost always reduced 
the total volume of trade; that our “ scientific” tariff is 
clustered with anomalies and injustices; that prices over a 
wide area have been raised or prevented from falling; that 
shipping has been ruined; and that the “ reorganisation ” 
which was to have accompanied tariffs, as in the case of iron 
and steel, has vanished into smoke. The Ottawa Agreements 
are discussed exhaustively by Mr Findlay; and he has no 
difficulty in establishing that they have resulted in practically 
no single instance in a substantial reduction of Dominion 
tariffs on British goods. Finally, Mr Findlay shows that 
Mr Elliot’s agricultural quota policy has already begun to 
raise the price of most of the necessaries of life. 

Mr Findlay’s method is to mow down the tariff case with 
machine-gun fire rather than to destroy it with a single shell ; 
and his book is consequently full of modern instances rather 
than wise saws. He shows us Protection in practice—where 
it has always claimed to excel. He cannot hope by this method 
to establish irrefutably the free trade case. But he has riddled 
the case for protection. 

“The Economic Consequences of Progress.” By Roy Glenday. 
Routledge. 12s. 6d. 


Since Mr Glenday’s intention is to expose the futility of 
orthodox economic thought, it can hardly be counted against 
him that he has rejected the deductive method in favour of 
argument by analogy. Any other method would rob us of 
the biological examples from which he demonstrates the 
inherent tendency for natural development to be conditioned 
by external factors such as food and climate, and his - 
ment that beyond these limits a settled mode of life \ 
By inference, the limits of economic specialisation depend 
upon the capacity of the social structure to accommodate the 
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growth of productive power. Mr Glenday is impressed by 
the discontinuity of economic expansion, and it seems clear 
that his insistence upon the limitations of such expansion 
rests on the assumption that other things, in the M 

sense, for ever remain equal. This is a position which no 
economist whom Mr Glenday criticises—and there are many, 
of all shades of opinion—would accept for one moment. 
The “S” curve itself, which figures so largely in these pages, 
has long been generalised in economic theory, particularly by 
Professor Knight in “ Risk Uncertainty and Profit.” But 
although economists have insisted that the tendency towards 
diminishing returns is always operative, they have also 
admitted that over time, the assumption of ceteris paribus 
becomes irrelevant, and that a historical path of increasing 
returns will result as increased factor supplies and technical 
knowledge becomes available. 

Since Mr Glenday is disposed to the view that progress 
itself is subject to diminishing returns, he declares that the 
productive structure must be reorganised to relieve our 
dependence on an investment system, whose excesses, in his 
view, are largely responsible for our present discontents. 
His solution is a somewhat inchoate system of planning, in 
which individual choice would be replaced by new functional 
groups (whose composition is not defined), and in which interest 
rates would slowly decline towards eventual stabilisation. 


_ He argues that the inevitable reduction in the standard of 


living might have considerable advantages | Among so much 
mysticism there are occasional glimpses of important truths. 
An austere Austrian flavour is suggested by the arguments 
for strict monetary control and a falling price-level during 
periods of expansion. But the discussion on the increased 
costs of “ roundabout” production and the inevitable dis- 
tortion of monetary streams resulting from it soon dispel the 
impression. It is well that the philosophy of economic negation 
is argued with such heretical liveliness. 





ome and Enterprise.’ By A. T. K. Grant. Routledge. 


This book of just over 200 pages presents a valuable summary 
of many recent contributions to the solution of economic 
difficulties. MrGrant’s own argument is even more interesting. 

He holds that within the limits imposed by really serious 
obstacles incomes should be equalised by the State. He quotes 
Mr Colin Clark that “‘even at the present time the equal 
distribution of the national income, not including income from 
overseas, and with maintenance of the existing rate of invest- 
ment, would give an average family income of some {270 per 
annum to all, including the unemployed.” In other words, 
redistribution, if practicable, would bring a substantial im- 
provement to the mass of the people. But how can re- 
distribution of incomes be effected without diminishing total 
income and production by cutting down the incentive of 
profits ? 

To this question Mr Grant answers, first, that the State 
should provide a direct stimulus to the flow of goods and 
services pari passu with the redistribution of income; secondly, 
that risk is already spread in the case of large businesses, over 
the vast number of ordinary shareholders. Management and 
direct responsibility of enterprise tends to fall already into the 
hands of competent managing directors, salaried staffs, etc.; 
and these tendencies would only be generalised and encouraged 
if the State—that is ultimately the whole people—accepted 
ownership and risk more directly itself. 

This programme implies, Mr Grant points out, that the State 
should enter upon new activities, and he criticises socialists 
of the present day for insisting too much on socialisation and 
too little on the vitally important undertaking by the State of 
new enterprises. He defends this idea against the criticism 
that guesses by the State about the prospect of new invest- 
ment will be approximations, by arguing that similar guesses 
by private enterprise are at least equally approximations. 
He thinks that State encroachment would not create more 
difficulties than it solves if ‘‘ the greatest freedom in the matter 
of management” (as contrasted with risk-bearing) is pre- 
served. It is not clear, however, why Mr Grant’s risk-bearing 
State should eliminate those business fluctuations which he 
attributes to “ the irregular nature of the demand for capital 
goods,” an irregularity inherent in progress. 








LABOUR 


** Trade Unions and The State.’’ W. Milne-Bailey. Allen 
and Unwin. 389 pages. 12. Ba 


This comprehensive and interesting book is worthy of the 
attention of all serious students of social institutions, for, 
though nominally and, in fact, mainly concerned with a par- 
ticular type of organisation within the State, it raises by 
implication the whole question of the future of associations. 


Inevitably, in days like these, it 
toninne sta must have been 
Mr Milne-Bailey’s description of Italian 

tions is already incorrect, and it is ourely pane : 
chapter could appear at this moment entitled " The that 4 
Sovereignty.” Does Mr Milne-Bailey really thm aio 
idea of sovereignty is on the wane, and, if s0 vere 
assuredly, in the countries which have given : 
es = Trade Union bodies. _™ 

Mr Milne-Bailey casts his net wide. 
naturally, is in British trade unionism at det seseet 
in the near future, but he also discusses trade 
other countries and its history in general. On 
there are points on which his interpretation j 
cussion: on the question of the 1926 strike 
takes too easily the T.U.C. view that the Strike was 
protest on a large scale, such as any Government mj 
bowed to without losing prestige. Many will say 
it was not, simply because it had been foreseen 
foreplanned) well in advance, and because it was directed, 
even if directed very unwittingly, by a central authority 
Potentially, it may be argued, the General Council of th 
T.U.C., whatever they and Mr Milne-Bailey thought, wen, 
rival government, and unless events had shown, as they did 
not, that a considerable section of its own Supporters wer 
likely to change sides, the Government was politically 
to trample on them. Again, the phrases which suggest thet 
membership of a union is becoming more and more of a passive 
acquiescence and less of an expression of class feeling May 
apply to England, but applies much less to many 
Continental countries, where joining a union is still, as it 
always has been, a political act. 

These points of criticism, however, do not in the least 
detract from the value of the book, to which many, in th 
light of recent events, will turn in the hope of di i 
what is now the official policy of British Trade Unionism, 
They will not find a definite statement, which, indeed, would 
hardly have been possible in view of the age-old reluctance of 
British Trade Unionism to commit itself to any doctriml 
dogmatism; but they will find a distinct leaning towans 
“ corporation-with-democracy,”’ if that can be achieved, and 
an anti-individualism which may well make Liberals shudder, 
It may be that these differences will yet be fought out within 
the fold of the Labour Party—as to whose present difficulties 
Mr Milne-Bailey is, perhaps wisely, silent. 


‘* The Shorter Working Week.”? By H. M. Vernon. Routlelp. 
201 pages. 8s. 6d. 

In this study of a shorter working week, Dr Vernon hs 
made good use both of the documents published by the Inter 
national Labour Office during the past year, and of the results 
of his own and his colleagues’ investigations for the Industrid 
Health Research Board and the ee aa Industral 
Psychology. Recognising the stren 0 economx 
chletiehs to a shortening of the working week under th 
existing conditions, Dr Vernon considers, and on the whoe 
strongly approves, the alternative of a wider introduction of the 
two-shift system. He makes a study of the operation of ths 
system in the cases in which it has been approved under the 
Act of 1920, and brings out clearly the great increase in ordss 
made under this Act which accompanied the suspension of # 
gold standard in 1931. Dr Vernon believes that the two-hift 
system is not really unpopular with those who have — 
of it, though its introduction is usually opposed at the outs 
His book is in effect a plea for a fuller study of the 
of this system as a means of counteracting the 
of increasing mechanisation to create a surplus of labour. 


—_———— 


‘‘'The Worker and Wage Incentives.” By W. F. Wate. 
Hogarth Press. Day-to-Day Pamphlets, No. 20. 46 706% 


The series of Day-to-Day Pamphlets, published by - 
Hogarth Press, have provided readers with a — 
interesting sidelights upon the reactions of various 
person to modern life, and No. 20 is not the least interest 
Mr Watson, who is an engineer by trade, ont Oe OT ab 
remember as one of the pioneers of “ Industrial U! 

Great Britain before the War, here mS various system 
of piecework, payment by results, and scien fic mana ee 
and how they appear to the man in the shop 00 | satis 
under them. As regards particular systems, of 
as might be expected, appears to be the Bedaux syst, 
which there is & savage analysis, and the white-besded 0% 
Messrs. Priestman of Hull. Mr ‘Watson has a pleat iy 
easy style, and his booklet is very readable. the aide of 
to observe that he comes down definitely 00. ai collect 
vidual piece rather than time work, and 

systems. 
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~ LOCAL GOVERNMENT 
Labour > By H. R. 8. Phillpott. With a 
where by the Bt. Hon. Herbert Morrison. Methuen. 
4 pages. 

aa ororament.” By HL Loyd Parry. P. $8, King and 
“ea of the Labour party in the Municipal Elections 

sisi in many poop power. It is doubtful fe 

to do with its power. is dou if any party 

pong claim a superiority of energy or intelligence in local 

ent, but it is certain that the few councils blessed 
ey Labour majority have shown themselves possessed of 
gut initiative, not only in exercising their own powers, but 
io in resisting the encroachment of the Ministry of Health 
ir autonomy. 
He hilpott was sent by, the Daily Herald. to visit the 
“ where ur rules,’”’ an write a series of arti 

ar their achievements. He has now published his articles 

inbook form. The reader does not expect an impartial account 

the consequences of Labour government. He finds, as he 
, that increases of rates are due to bad financial 
ministration by Tory predecessors, whereas, reductions of 
rates, a ay — — ae about, have — ~_— 
to the in interest rates or the increase of rateable 

_ but to the competence of the Labour chairmen of 

fnance committees. Also, the emphasis varies; sometimes 

ir Phillpott is concerned primarily with finance, sometimes 
vith education, and sometimes with housing. In some cases 
this is clearly due to the special problems of the places visited, 
pritis natural that the councils with Labour majorities should 
te found mainly in the depressed industrial areas. In other 
cases it is — to ~ natural ee of the author’s infor- 
mants to emphasise their successes and to ignore their failures. 

Mr Lloyd Parry’s book is of a different kind. It consists 
da course of University Extension Lectures delivered at 

Exeter. > a Seager, ane ee addition to what is now a 
list of students’ on government. Unlike most 

tee books in the bibliography, however, it does not emphasise 

te organisation and working of local authorities. It is 
onerned rather with the services which local authorities 
uercise. This departure from custom is to be welcomed. 

Ithas been assumed too easily by other writers that Workers’ 

Educational Association students and others are interested 

pimarily in institutions. It is quite clear that the ordinary 

mader is not. He is concerned rather with the part which 
kcal government can play in the development and improve- 
nent of social and economic life. It is doubtful if Mr Lloyd 

Pury has quite met the need; for he treats every service 

ustorically. Though quite frequently he brings in information 

which is not to be found in the statutes, his exposition is too 
like the rod aetna books which do little more than 
summarise Acts of Parliament. 

“The Review of Economic Studies.” Edited by A. P. Lerner, 
P.M. Sweezy, U. K. Webb and others. Vol. I. Nos. 1-4. 
Vol I, No. 1. The London School of Economics, 
Houghton Street, Aldwych, London, W.C.2. 

We have received copies of the first four issues of this 
ynodical, which first appeared in October, 1933. The 
objects of the ‘‘ Review ” are to publish contributions 

0 research, particularly by post-graduate students, and to 

“ordinate “research work in progress in economics and 

pilitical theory, at home and abroad.” The subjects of the 

; printed vary from highly academic topics such as 

The Elasticity of Substitution ’” and “‘ The Diagrammatical 

Representation of Elasticity of Demand” to questions of a 

i abstract kin " 

od. Mr A. P. Lerner’s article on ‘‘ Economic 

lieory and Socialist Economy (Vol. II, No. 1) and Mr G. L. S. 

— a > Notes on Monetary Theories of the Trade Cycle” 

ie’ 0. 1) should both be of interest to the non-academic 





LETTERS TO THE EDITOR 
G POLICY AND STABLE PRICES 


TO THE EDITOR OF THE ECONOMIST 


his letter published in your Book Supplement of 

. Mr Harrod argues (as against the views of Pro- 

5 other economists) that in aon. =e 

head) is increasing only a policy 0 

to the extent of keeping prices stable will 

ume of current savings with investment, since 

tend to keep a constant proportion of their real 

of . Consequently, under such a 

d to increase the value (in terms of goods) 

ing by the same amount as the value of 
money created per unit period. 
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I suggest that the difference between Professor Hayek’s and 
Mr Harrod’s views can be resolved to a difference in the 
implicit assumptions concerning producers’ price-expectations. 

Hayek is assuming (cf. ‘‘ Monetary Theory and the 
Trade Cycle,” pages 71-72) that producers, asagroup, expect the 
right prices ; which implies that with a policy of falling money 
prices they all expect lower money prices for the future than 
are ruling at present (i.e., they expect stable money-incomes). 
In this case they will not tend to increase the volume of their 
monetary holding, since they will keep the proportion of their 
real income held in the form of money constant by i 
the volume of their monetary holding unchanged. (In other 
words, they will expect the value of their present monetary 
holding to increase in the same proportion as their real income.) 
In such a case a policy of keeping the amount of money in 
circulation constant will bring about the desired end of equating 
the volume of loanable funds with current savi 

Mr Harrod, on the other hand, is tacitly assuming that 
producers, as a group, expect the same money prices in the 
future as are ruling at present (i.e., they expect their money 
incomes, and not merely their real incomes, to rise), and, 
consequently, they will intend to add to their monetary 
holding whenever their real incomes are in ing or are 
expected to increase. In this case, a policy of keeping com- 
modity prices stable will equate savings with investment. 
Such a policy, of course, will only secure full equilibrium if the 
producers are correctly foreseeing the n changes in 
price-relationships and not merely the general level of prices. 
Professor Hayek and Mr Harrod are thus both right on their 
own assumptions.—I am, Sir, yours faithfully, 

15 Mecklenburgh Square, W.C.1. NicHoLtas KALDOoR. 
October 10, 1934. 





TO THE EDITOR OF THE ECONOMIST 

S1r,—The social importance of appropriate monetary policy 
makes it appear desirable to make two objections to the views 
expressed by Mr Harrod. His conclusions are too significant 
to be left resting upon an argument falling short of the con- 
clusive. 

Mr Harrod’s sense of symmetry will, perhaps, have led him 
to anticipate the first. If it is true “ that the value of addi- 
tional bank loans should be equal to the value of the increment 
in the value of the community’s holding of money,” then it 
is important to specify how these values shall be measured, 
and, therefore, which price level, out of an infinite number, 
should remain unchanged. If we measure the values in terms, 
say, of given wages, then fluctuations in wholesale or retail 
prices cease to be significant in this connection. And it may 
remain true that stability is achieved with falling (wholesale) 
prices. Whether one should use some such method of measure- 
ment I am not prepared to say. 

This leads to my second objection. Even if the values are 
measured against a given selection of goods, fluctuations in 
the prices of these goods will not make impossible equality 
between the two values. The proof of this is not easily 
expressed in a summary fashion. Perhaps illustration will 
serve as an indication of proof. If the community hoards £1¢) 
of its receipts, the banking system can make this good by 
lending {10 for ‘‘ investment ” purposes. Equality is obtained. 
The price level then falls as the result of increased efficiency. 
A further £10 is hoarded and {10 lent. Equality is again 
achieved, but at a different price level; and so on, until 
£100 is abstracted from circulation and £100 put into circula- 
tion. I am by no means prepared to say that this equality 
between the values is as easy to achieve in practice as in the 
lecture room. And perhaps, with reasonable assumptions, a 
closer approximation is more likely than strict equality. But 
without knowing the assumptions made, can equality be said 
to be utterly impossible ? 

Unless Mr Harrod’s letter is in the nature of a protest 
against the too facile use of the concepts of saving and price 
levels, it does seem desirable to know how opposite conclusions 
can be reconciled.—I am, Sir, Yours, etc., 

The Victoria University of Manchester. 

October 11, 1934. 


J. STAFFORD. 





TO THE EDITOR OF THE ECONOMIST 


S1r,—Mr Harrod attempts with no little ingenuity to prove 
that, even in the face of rising productivity, the stabilisation 
of commodity prices is still compatible with equality between 
the supply of loanable funds and the volume of current savings. 
In this task it does not seem to me that he has succeeded. 
Mr Harrod is no doubt right in supposing that, as real incomes 
rise, the public will wish to add to the commodity value of 
its cash holdings. But if prices are allowed to fall, as Mr D. H. 
Robertson and others have shown, this will take place auto- 


are not, in fact, being “‘ side-tracked into the holding of 
additional value in the form of money.”” Mr Harrod’s position 
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rests, in fact, upon a confusion between an increase in the 
commodity value of the public’s money stocks which is due 
to saving (or hoarding) and a similar increase which is the 
mere reflection of a rise in general productivity. 

Moreover, if for some reason the public does decide to hoard, 
it is, of course, generally admitted that, to preserve equality 
between savings and investment, the banks should expand 
their lending. But here the action of the banks will merely 
offset a tendency for prices to fall more rapidly than produc- 
tivity is rising. Mr Harrod does not seem to realise that the 
hoarding of cash involves a fall in the velocity of circulation— 
a phenomenon which has no necessary connection with an 
increase of productivity. If he wishes to stabilise prices at 
a time when both of these things are happening simultaneously, 
he must not only provide enough money (1) to offset the fall 
in velocity due to hoarding, but must further increase the 
money supply (2) in proportion to the rise of productivity. 
The first of these prevents deflation; the second is definitely 
inflationary.—I am, Sir, etc., 

University of London, HAROLD BARGER. 

University College, Gower Street, London, W.C.1. 
October 9, 1934. 


TO THE EDITOR OF THE ECONOMIST 


Srr,—I was most interested in the letter written by Mr 
Harrod which appears in your Book Supplement, and while 
chary of challenging an economist of his distinction, I feel 
some doubt as to whether the argument he puts forward 
covers the case of an expansion of bank loans which is employed 
to finance rising price levels in a stock-exchange boom. Have 
not Professor Robbins and others shown that such an inflation 
of credit is consistent with stable commodity prices—e.g., 
America in 1928-9 ?—Yours faithfully, 

181/189 Palmerston House, HuBERT BLAKE. 

Old Broad Street, London, E.C.2. 
October 10, 1934. 


TO THE EDITOR OF THE ECONOMIST 


Sir,—Without trying to answer the general question what 
the criterion of monetary policy in a progressive economy 
should be, I should like to show that the argument advanced 
by Mr Harrod in favour of stabilising the price level is 
fallacious. 

Mr Harrod’s argument is brought out most clearly in the 
case of an economy in which the volume of output increases 
continuously owing to improved methods of production, 
Other cases of an increase in the volume of production (e.g., 
where this increase is due to a growing of the population) give 
rise to special problems which have nothing to do with 
Mr Harrod’s argument. 

His argument is this: In the course of progress the com- 
munity will require to add to the value of its holding of 
cash.... This means that a certain part of its savings .. . 
does not come forward into the loan market, but is used to 
supplement the value of its holding of money, and unless the 
banks make some additional loans, total loanable funds will 
be less than the savings of the community. 

What does the phrase ‘“‘ the community wants to add to the 
value of its monetary holding” exactly mean? One would 
think at first that this is equivalent to saying that an act of 
hoarding takes place; in other words, that the velocity of 
circulation of money decreases. This is not, however, what 
Mr Harrod really means. The situation is this: Money income 
per unit of time is the same as before, the flow of money per 
unit of time, demand for goods in terms of money are all 
unchanged. Real income has risen, the same money income 
buys a larger real income; in other words, prices have fallen 
and the purchasing power of money has gone up. What, then, 
does it mean to say that an addition has been made to the 
value of the community’s holding of cash? “ The com- 
munity . . . gets the extra value in the form of money, which 
it requires, through the enhancement of the value of its 
— g ae ~ oe “¢ of prices.” In other words: the 

ue in of g of the total existing stock of mone 
has increased. Mr Harrod goes on to say that this appreciation 
absorbs savings. Clearly, it does not absorb any savings. No 
money is hoarded, ple spend the same amount of money 
per unit of time, al ugh the same amount now buys a larger 
of goods (real income). If anybody wants to save a 
proportion of his income, it is impossible to see 
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fear that, far from havi 7 nissing 
in the national book-keeping, Harrod te $4" 
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to compensate for a fictitious act of 
side, and he asks us to believe, in the name of “# 
that the books now balance.—I am, Sir, faith 

Geneva, October 18, 1934. e 7 
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TO THE EDITOR OF THE ECONOMIST 


S1rR,—May I reply briefly to my critics? 

I am in complete agreement with Mr Stafford’s f 
In fact, I made it in the first draft of my original lett 
but deleted it out of respect for your space. Own 
plurality of possible index numbers, my principle" 
exclude general prices falling as productivity j 
Whether this or stable prices in the ordi sense is 
depends on a wide variety of considerations, which T's 
attempt to summarise. What I do claim to have 
that the dictum that new loanable funds should bess 
new savings cannot validly be employed as an obj 
a regime of stable prices in the ordinary sense. Mf 
second point I am afraid I am unable to appre 4 
owing to the brevity of his exposition. «oe 

With Dr Kaldor’s interesting letter I am in entire a 
It reinforces my point that the dictum that new loama 
should be equated to new savings cannot serve 
whether prices should be held stable or allowed to 
productivity per head increases—i.e., in Mr Stafford’si 
cannot serve to determine which index number of prict 
be held stable. ee 

Mr Barger’s letter, on the other hand, I must f 
characterise as fallacious. If the banks are pu a 
of stable prices, then, if the public decides to add to Mi! 
of money—in Mr Barger’s words, ‘ decides to hoarg® 
does not involve a fall in the velocity of circulation. Tf 
that his last two sentences are incorrect and his Co 
does not stand. mie 
Dr Haberler propounds a criticism based on the Vi 
if the value of the community’s money stock rises 
consequence of a price fall, this does not absorb : 
criticism requires a definition of savings somewhat 4 
from, and perhaps more natural than, that implied by 
letter. I accept the criticism, but observe that Dr 
does not trace out its consequences. Z 

On his definition of savings, the dictum that news 
funds should be equated to new savings becomes om 
sterile, because it is satisfied whatever banking policy #& 
it cannot, therefore, be used as an objection to the # 
stable prices. The value of savings absorbed in extra a 
holding (other than gold) must always be equal to 
of the new bank credit extended in any period. 4 
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rests, in fact, upon a confusion between an increase in the 
commodity value of the public’s money stocks which is due 
to saving (or hoarding) and a similar increase which is the 
mere refiection of a rise in general productivity. 

Moreover, if for some reason the public does decide to hoard, 
it is, of course, generally admitted that, to preserve equality 
between savings and investment, the banks should expand 
their lending. But here the action of the banks will merely 
offset a tendency for prices to fall more rapidly than produc- 
tivity is rising. Mr Harrod does not seem to realise that the 
hoarding of cash involves a fall in the velocity of circulation— 
a phenomenon which has no n connection with an 
increase of productivity. If he wishes to stabilise prices at 
a time when both of these things are happening simultaneously, 
he must not only provide enough money (1) to offset the fall 
in velocity due to hoarding, but must further increase the 
money supply (2) in proportion to the rise of productivity. 
The first of these prevents deflation; the second is definitely 
inflationary.—I am, Sir, etc., 

University of London, HAROLD BARGER. 

University College, Gower Street, London, W.C.1. 
October 9, 1934. 


TO THE EDITOR OF THE ECONOMIST 


Srr,—I was most interested in the letter written by Mr 
Harrod which appears in your Book Supplement, and while 
chary of challenging an economist of his distinction, I feel 
some doubt as to whether the argument he puts forward 
covers the case of an expansion of bank loans which is employed 
to finance rising price levels in a stock-exchange boom. Have 
not Professor Robbins and others shown that such an inflation 
of credit is consistent with stable commodity prices—e.g., 
America in 1928-9 ?—Yours faithfully, 

181/189 Palmerston House, 

Old Broad Street, London, E.C.2. 
October 10, 1934. 
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TO THE EDITOR OF THE ECONOMIST 


Sir,—Without trying to answer the general question what 
the criterion of monetary policy in a progressive economy 
should be, I should like to show that the argument advanced 
by Mr Harrod in favour of stabilising the price level is 
fallacious. 

Mr Harrod’s argument is brought out most clearly in the 
case of an economy in which the volume of output increases 
continuously owing to improved methods of production, 
Other cases of an increase in the volume of production (e.g., 
where this increase is due to a growing of the population) give 
rise to special problems which have nothing to do with 
Mr Harrod’s argument. 

His argument is this: In the course of progress the com- 
munity will require to add to the value of its holding of 
cash.... This means that a certain part of its savings .. . 
does not come forward into the loan market, but is used to 
supplement the value of its holding of money, and unless the 
banks make some additional loans, total loanable funds will 
be less than the savings of the community. 

What does the phrase ‘“‘ the community wants to add to the 
value of its monetary holding” exactly mean? One would 
think at first that this is equivalent to saying that an act of 
hoarding takes place; in other words, that the velocity of 
circulation of money decreases. This is not, however, what 
Mr Harrod really means. The situation is this : Money income 
per unit of time is the same as before, the flow of money per 
unit of time, demand for goods in terms of money are all 
unchanged. Real income has risen, the same money income 
buys a larger real income; in other words, prices have fallen 
and the purchasing power of money has gone up. What, then, 
does it mean to say that an addition has been made to the 
value of the community’s holding of cash? “ The com- 
munity . . . gets the extra value in the form of money, which 
it requires, through the enhancement of the value of its 
— stock, = to the fall of prices.” In other words: the 

ue in terms of goods of the total existing stock of mone 
has increased. Mr Harrod goes on to say that this sngueittion 
absorbs savings. Clearly, it does not absorb any savings. No 
money is hoarded, people spend the same amount of money 
per unit of time, although the same amount now buys a larger 
If anybody wants to save a 
i ble to see why 


and this is precisely what ha ae 
Mr Harrod ; "ie" is the reciprocal « ‘tai. 
money. An increase of “ k”’ is equivalent 
“y"’; it involves an act of hae deci 
outlay, in the flow of money per unit Of tima ” 
in “k” one can, in fact, say that it , ant y 
addition to the value of monetary holding n th 
sense does not involve an increase of “ 
of the existing stock of money has risen ." 
of the community has risen too, mpi ae 
ratio : oS ae 
Real value of monetary stock on ee 
~  Realincome WV cone 
has remained constant. 


I fear that, far from havi supplied missing 
in the national book-keeping, Harrod wa: ts} 
addition to the monetary stock (additional loans) an 
to compensate for a fictitious act of hoarding on 
side, and he asks us to believe, in the name of “# 
that the books now balance.—I am, Sir, yours rs faith 

Geneva, October 18, 1934. Hi 


he 
TO THE EDITOR OF THE ECONOMIST 


S1r,—May I reply briefly to my critics? 

I am in complete agreement with Mr Stafford’s 
In fact, I made it in the first draft of my original lett 
but deleted it out of respect for your space. Owim 
plurality of possible index numbers, my principk 
exclude general prices falling as productivity 4 
Whether this or stable prices in the i sense is 
depends on a wide variety of considerations, which T' 
attempt to summarise. What I do claim to have é 
that the dictum that new loanable funds should be'é§ 
new savings cannot validly be employed as an obj 
a regime of stable prices in the ordinary sense. Mf 
second point I am afraid I am unable to apprehen@, 
owing to the brevity of his exposition. s 

With Dr Kaldor’s interesting letter I am in entire & 
It reinforces my point that the dictum that new le 
should be equated to new savings cannot serve’! 
whether prices should be held stable or allowed to 
productivity per head increases—i.e., in Mr Stafford’st 
cannot serve to determine which index number of p 
be held stable. “_ 

Mr Barger’s letter, on the other hand, I must te 
characterise as fallacious. If the banks are pursuing’ 
of stable prices, then, if the public decides to add to 1% 
of money—in Mr Barger’s words, ‘ decides to hoart 
does not involve a fall in the velocity of circulation. Tf 
that his last two sentences are incorrect and his cod 
does not stand. a 


: 


Dr Haberler propounds a criticism based on ‘the 
if the value of the community’s money stock 
consequence of a price fall, this does not absorb sz 
criticism requires a definition of savings $ it < 
from, and perhaps more natural than, that implied by 
letter. I accept the criticism, but observe that 2 
does not trace out its consequences. i 

On his definition of savings, the dictum that news 
funds should be equated to new savings becomes oo 
sterile, because it is satisfied whatever banking policy ss @ 
it cannot, therefore, be used as an objection to ep 
stable prices. The value of savings absorbed in extras 
holding (other than gold) must always be equal to & 
of the new bank credit extended in any period. 28 
entry must always be equal to the entry. ia 

Dr Haberler is correct in supposing that, on his 4 
if there is no fresh extension of credit, there will ae 
entry, and the dictum will be satisfied. But he @ 
consider a regime of stable prices, and thus avoids ‘be 
admit that then there would be a cross-entry - if 
of saving in monetary holdings equal to the entry Jor #8 
of credit, and that the dictum would be satisied B® 
too. He says nothing to rebut my contention t ps 
tion to stable prices under consideration omits the my 





a 








